City of Blue Lake

Post Office Box 458

” 111 Greenwood Road
Blue Lake, CA 95525

Phone 707.668.5655

March 17, 2026
Via Registered Mail and E-mail
Email: cdart@danco-group.com

Danco Communities

Attn: Chris Dart

5251 Ericson Way, Suite A
Arcata, California 95521

Re: Disposition and Development Agreement by and between City of Blue Lake and Danco
Communities
City’s Notice of Default Pursuant to Section 601

Dear Mr. Dart,

As you know, the City of Blue Lake (“City”) and Danco Communities (“Danco”) entered into that
certain Disposition and Development Agreement (the “DDA”) dated June 28, 2022. The DDA
provides terms and conditions pursuant to which the City would convey a leasehold interest in
certain property consisting of approximately three (3) acres of land that is a portion of parcels
designated as Assessor’s Parcel Numbers 312-161-018 and 312-161-015 in the City of Blue
Lake (the “Site”). This letter serves as notice under Section 601 of the DDA that Danco is in
default with the terms of the DDA set forth in Sections 203 and 402, as more specifically
described below.

The DDA provides that the City would convey a leasehold interest in the Site to Danco for the
development of a specific project. To that end, the DDA provides that the Site will be improved
with a mixed-use project that will include as primary components: (1) Approximately 20,000
square feet of ground floor light industrial/retail space for land use types such as light
manufacturing and processing, distribution and associated warehousing, commercial services,
and professional offices and services; (2) 40 residential units ranging from 450 to 1,200 square
feet on upper floors above the light industrial/retail space, to be rented at affordable rents to low
income seniors and/or families earning no more than 60% of the Area Median Income for
Humboldt County; and (3) public improvements required as conditions of approval for the private
improvements described above (the “Project”). (DDA §402.) The DDA further provides that
Danco shall diligently pursue the development of the Project in accordance with the Scope of
Development (which further describes the Project consistent with the terms above) and the
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Schedule of Performance, both attached to the DDA. (ld.) Failure to comply with any of the
terms of the Scope of Development or the Schedule of Performance following notice to
Developer, and expiration of applicable cure periods, shall be a default under the DDA. (Id.)

Conveyance of the leasehold interest in the Site may only occur after the fulfillment or waiver of
specific conditions precedent for each party. The conditions precedent included for the benefit
of the City include, among others, that Danco shall not be in default under the DDA, Danco shall
have received all land use approvals for the development of the Project, and Danco shall have
obtained the necessary Tax Credit Financing and any other financing required for the Project.
(DDA §214(1).) The DDA further provides, both in Section 203 and in the Schedule of
Performance, that all conditions precedents must be met and the leasehold interest must be
conveyed on or before December 31, 2024, unless that date is extended by mutual agreement
of the City and Danco.

Notwithstanding the terms of the DDA and the Scope of Development for the Project, Danco has
submitted applications for development entitlements for a project that include 49 residential units
(an increase of 9 units), and 9,056 square feet of commercial space (a reduction of 10,944
square feet in commercial space). In other words, the project for which Danco is seeking
entitlements increases the number of residential units from the Scope of Development by
approximately 22.5%, and decreases the amount of commercial space provided for in the Scope
of Development by approximately 55%. These are substantial changes from the Project
contemplated by the Council in approving the DDA, and not consistent with the terms of the DDA
or the Scope of Development. As noted above, failure to comply with the Scope of Development
constitutes a default under the DDA, and the changes to the Project as included in Danco’s
current proposal, which deviate significantly from the Project required under the DDA, constitute
a default under Section 402 of the DDA and the Scope of Development.

Further, as noted above, the body of the DDA and the Schedule of Performance provide that the
conditions precedent to close must be met and the conveyance of the leasehold interest must
occur on or before December 31, 2024. (DDA §203, Schedule of Performance §17.) The
parties did mutually agree to an extension of that date, resulting in a new deadline for close of
escrow of May 31, 2025. However, that deadline has now expired, and Developer is not
currently proposing to construct the Project contemplated in the DDA, has not secured land use
entitlements for that Project, and has not secured tax credit or other financing for the Project, all
as required by the DDA prior to the deadline for close of escrow. As noted above, the DDA
provides that failure to comply with the terms of the Schedule of Performance shall be a default
under the DDA. The expiration of the deadline for close of escrow as extended without meeting
the required conditions precedent for close also constitute a default under the terms of the DDA.

The City provides this notice pursuant to Section 601 of the DDA. In accordance with the terms
of Section 601, the City will not take further action for at least thirty (30) days following this
notice. However, the City reserves all rights to take such further action as it deems necessary or
appropriate under the terms of the DDA. If you have any questions regarding this Notice of
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Default, please contact me at citymanager@bluelake.ca.gov, and include a copy to City Attorney
Ryan Plotz at rplotz@mitchelllawfirm.com.

Sincerely,

Jennie Short
City Manager
City of Blue Lake
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